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! In lew ihan.a day, but the repcrcus- 

•Jer* of the thwarted attempt to assassinate President 
, Cork* Andres Perez and topple hfi democratically ekwod 
gmnsronent may Affect VennuoU for > long time to come. 
The qoMtkmt that must be faced now are what happened 
and why, and what must be done to Insure that no one 
ever tries again to install a dictatorial regime in the nation 
whore SimOn Bolivar was bom. 

rVeskScntPerwpralied the boys who died defending hii 
government as heroes who shall always be remembered 
oy a grateful nation. But the sad am) bitter trath is that 
none of these youth* should have died. Two weeks before 
the tanks and paratroopers assaulted Miraflores and La 
Casona, an informant revealed to Carlo* Julio IVsitatoza, a 
fw*«d J*J»*ri" who Wa» Commander of the Army until 
June t»0, that a coup d'etat would be launched In 
February. 

. 7W» Information was transmitted to Defense Ministry 
offtdtts and two high-ranking AD leaders. Pehaloza bad 
been following (he careers of these conspirators since I WHY 
arid had repeatedly Warned (he Defense Ministry and other 
government authorities that these men wore a danger to 
Venezuelan derobtracy. Several Investigation* wore 
launched, but no proof of a conspiracy was uncovered. 
■ The identiba of the coup's ringleader* were alio known 
to the military authorities, because in November 1999 
Army Intelligence had obtained r copy of a detailed plan 
■*» topple, flic government and murder Perez and his 
minister of the interior. Yet noihlng wap-done/and now 
many fa milies are mourning their lost sons. 1/ the plotters 
deserve, lengthy prison sentences for their treason, the 
military officers, government officials and AD politicians 
who knew the coup Was imminent also deserve to bo 
fudged and punished, for doing nothing to pre-empt it. 
«■; The coup Was planned by a group of Untenant colonel*, 
majors and eapmfns, all of them men in (heir thirties, all of 
them first-rale professional soldiers infected by a convic- 
tion mat they were more perfect than anyone else in 
VorwHielan society, and that the nation** civilian rulers 
were stupid, corrupt and responsible for the crisis the 
country has been suffering for years. All of the plotters 

5? ton # e< U 0 ™ Am y- No A "" FofCC Navy or National 
Guard officers were involved. At least « batnlttons took 
parr in Die foiled coup, of 10* of (lie 120 batalllons thai 
make up the army. The principal ringleaders were Hvap 
Chavez Fries and Mlgwd Qrtft Confreres, both Ucotcnant 



■v • 



Cotono)*, although • tool of 133 officer* and 956 enlisted 
men have been arrested thus far, and more may yet be 
detained. 

Although no Wghcr-ninklng officers have been impli- 
cated, it would be naive to assume that some colonels and 
generals might not have Joined the coup cmce the president 
had been assassinated and the opportunity arose to restore 
'tedcr." 

There was no single political philosophy within this 
group, which called itself the "Bolfvarlsn fevtfutioTwry 
Movement". Part of their thinking leaned to the left and 
part towards the right, but all of thorn shared the belief 
that their "Bolivarian duty" was to rid Venezuela of Its 
corrupt political leadership and restore Ira tarnished na- 
ttonaf honor, and thai this could only be accomplished 
through a bloody cleansing Their first objective was to 
assassmate President Perec and lake power, but his death 
would have been Just the beginning. Once tn power, the 
puischjets Intended to execute all the poll ticfans they could 
round up. No doubt the «st of candidates for execution 
also would have included labor leaders, businessmen and 
others who belong to the nation's traditional elites, Vene- 
zuela's ••honor" was to hive been restored m a ritual 
btoodlctdng. 

If s not clear why the Armed Forces and the government 
failed to react two week* ago. Exaggerated confidence in 
the loyalty of the military and the stability of Venezuelan 
democracy may have been a factor- Venezuelans have been 
muttenW about a coup for veers as the means to dean up 
a political establishment riddled with corruption, but few 
actually bdtoved that tho tanks would roll Into the presi- 
dential palace. ■• -•» 

Anotlur possible reason is that the two AD leaders who 
were told that a coup was Imminent either didn't believe 
what they heard, or not to say anything in the hopes that 
Perez would bo pressured by events to "recttfy" an 

Steiy VmS!*"' WhlCh AD °PP°"* «ons|*tontly 
A third possibility why nothing was done to pre-empt 
the coup relates to Ponafoze's personal credibility, and to 
a lingering antipathy against the retired general for Wow- 
ing the whistle on the Margokt munitions scandal - an 
event which ultimately forced the resignation of the 
iwesidcnrs longtime personal security chief, Orlando Carrf*, 
•nd was responsible tor the retirement of Defense Minister 
™«w Jurado Two under a doud. After all. Venezuela's 
miliary has long despised anyone who washes lis dirty 
laundry in public ' 
Although Rafael Qtldtfra used the occasion in Congress 
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I to attack ilM economic program, the plotters weren't 
I Seeking ID turn buck IhC clock and "rectify the govo/n- 

J menf* policial. Their coup was an attack against (he 
I corruption and disorder which haw come to characterize 
I Verteziieto'* political system. 

Can it happen again? Never, say President Pcrc» and hit 
Defense Minister. Tfoi the truthful answer to rue it con id 
happen If the nation'* political loaders don't change their 
conduct and push more *ggre*w'vcly to reform (he econ- 
omy and political avstcm, Thia means that mstitutloiwl 
reforms ddayed deliberately by the political parties mint 
be advanced quickly, that the political and electoral tyy 
tarn* nraat be reformed swiftly as well, that the tradition 
of widespread corruption without sanction* must be termi- 
ha ted, and that the practice of making unfounded and false 
McuMtrJons for the purpose of undermining political oppo- 
nent* must cease. While oil made Venezuela rich, the 
Armed Perce* soutt Pc bought off tike other sectors 
through the Sun's economic generosity: but those days 
ate long gone, and bettor way* of dealing with the needs 
of Venezuelan sodciy inurt be developed. 

Still, the damage caused by these nontenant colonel* 
may haunt Venecuela for many year*. The one given in 
Venezuela's appeal to international Investor* was the 
stabUty of its 3+yea*K>ld democracy. Unfortunately, that 
stobutry can no longer be taken for grsnwcl. 

' ANTWvf ONOPOLV LAWi Backer & McKenste and 
Venaoonorny will hold * aommar on the new "Law to 
Promote and Protect Ph» Cnmpotitlon" and its impact on 
corporation*. The special guest speaker will be Cuiltcrmo 
Cabsneilas, • professor at Illinois University and author 
of the book "Anti-Monopoly Law and Dofonteo/ Competi- 
tion". Other speaker* include; Venezuelan lawyers and 
analysts. At the Tamarvec* Hotel, Thursday reb.JO. For 
further detail*, please call Von Economy's Special Events 



i ."VENEZUELA! OPPORTUNITIES AND THREATS) A 
Knational Forum for Investors", a seminar organized 
jointly by U Note Economic* do Colombia and VcnE- 
conomy, in BogotA, to tntended aa an exchange of expertise 
between Colombian and Venezuelan burineasmcn In sweh 
Of. new wvwrmeiu opportunities. Open u> 30 presidents, 
viee^prwidenls, and CEO** of Venezuelan firm* on ■ 
first-come, first-servo basis. For further information, please 
«H V^ ^i wVi Special Events Department. 

; ^fMlfe.T " FINANCE^ 
■ WORLD ECONOMIC FORUM: PiHvz' tpcech in Davos, 
Switzerland reviewed the Successes of Venezuela, In par- 
ticular, end Latin America, in general, in opening up their 
eoononues and called on indusiriftrUcd countries to re- 
spond ♦pproprtotely, not with prolccifnnlwn and unforti- 
fied restrictions that undermine the drive to develop (roe 
market economies. 

. .TAX REFORM In Venezuela in running behind tho rest 
of Latin America, affirm* Vice-minister of Finance Csrfos 
Stark upon returning from an ECLA scmirKir on lax issue* 
In Chile. "Hie regional tendency is towards Indirect taxes 
because Ui^ informal cc^^ to collect 

direct toxc* like income tax; 60% of tax strucluros are 
covered by the IVA.' 

. FOREIGN DEBT; Venezuela received the third and final 
tranche of fresh money for $2934 million as Ltid out In the 



foreign debt restructuring agreement signed tn Pocvrnbor 

INFLATION; The Caracas Area Consumer Price Index 
rose only 13% in January, the lowest rate in three year* 
and almost half the December rate. The largest increase 
was registered by miscellaneous expenses, which rose 14% 
due mostly to higher transport, medical and entertainment 
cost*. The food sub-index was up only 04%, doming 07% 
and housing 04%, Although an encouraging start for the 
you, January 1* normally a low-Inflation month. 

LIQUIDITY tightened in the week ending Jan. IX 
Commercial bank deposits were down 8*4,669 million 
(•049%) while loans and investments fell 8*4,053 million 
<-0.43%>. 
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,. INTERNATIONAL RESERVES lolalled fllfiSl mitlfori 
on Dec, 27, down $95 million from the previous week. Net 
reserves were $S\277 million, down $97 mlRton for the 
week. 



Dk0 



SCVCronlwrw 
InrmliMaa 



11*3 

vn 



Vm.9 


Nar.Tl 


vu.n 


RM 


aw 


lU»t 


* 


•m 


w 




Wii 


ON 




Ml 






Wt7 


MM 




•JW 


tu 



SiraC^SiratfeMrlvfc* : •." 

THEDOLLARt The bolivar dosed on Feb, Sal Bs42.22* 
©2254, up Bs.0.104 from Jen. 29. Central Bank suspended 
ewhanga market activities on Feb. 5 to avoid dramatic 
fluctuation* In response to the frustrated coup. 

/ CARACAS STOCK EXCHANGE closed at 34,14240 
on Feb, 3. up 24% since Jan. 29. The Exchange closed on 
Feb. 4 due to the attempted coup and will probably nol 
resume operation until next week. On the Mortnvcat Stock 
Index, financial stocks showed no change over the period 
while non-flrianclal stocks were up 52%, 
■ 1992 BUDGET includes Bs-WOyOOO million for foreign 
debt rcjwymcnt of which 6*40,000 million win come from 
the proceed* of tlu; admlnlsmi ton's prfvar/attion program, 
1992 BUDGET CUTS are concentrated in four mini*. 

trie*. Together, tho Finance and Interior Ministries will 

twelve Bs44,Q0O million less than originally planned. 
PRIVATI2ATION1 Tho Kovernment expoct* to receive 

Os.2,000 million IN* year from Ihc sale of the Rip Yaracuy, 

Curmnaco* and TacerlguB sugar mitts. 
VENPRECAR, a Sidecar a/nilate of the Slvcnsa Croup, 

is offering 94e7A» Concral Depositary Receipts (CDRs) 
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of seven common shares. One-third of the CDKs will be 
offered publicly in the Venezuelan capital market, onc- 
third will be placed directly in the U.S., and one-third in a 
private ptacetrwnt In European marked. Bolsa Mu I tin vest, 
wmcri i* leading the T*»menl of the CDRi, says they 
laranlee « Axed dividend during the Am three year* of 



CBRAMICA CARABOBO wm authorized to offer fL5 
mJOiori Share* at os.l(sVsh. to raise capital from Bs.1,700 
million to B».2£50 million. 

ICA» has budgeted B*W0O million to cover the loan 
demand of 90400 Airmen on mom than 400,000 hectares 
nationwide during the 1992 winter and the 1991-92 north- 
winter 



-MINIMUM WAGS wiO be set »t Bs.0,000 per month for 
urban workers, the government announced, despite strong 
political frrestiires by the CTV »rxJ ail parties (including 
AD) to raise the minimum wage to Bs.10^00 per month. 

NEW -HV?6RNtARKCTS"! Dutch and Colombian cor- 
porationsplan to introduce the "hypermarket,'' a market- 
ing c©*ceptc^tr«nJrrvUrrMu#n» and wtoe product selection 
which is in vogue tn Europe end faring well In Argentina, 
Mexico, and Colombia. These stores could challenge the 
Venezuelan supermarket chains, which areorientcd around 
high, margins. .: 

SPAGHETTI, ANYONBTj With a yearly per capita 
tnliikeof 127 kilograms, Venezuela is the largest consumer 
of paste in tbe Americas and the second, after Italy, in ihc 
world, according' to the Venezuelan Pasta Manufacturer* 
Association. Venezuelans gulp down 20* million kilos a 
month. With 70 past* plants operating at 72% capacity, the 
nation produces 30 million kilos of pasta a month. 
. still no Classes, tnm a b*,id.5 billion increase 
in the 1992 rtartohal budget intended to cover a 20% plus 
Salary hike for public achoal teachers, failed to end the 
CTV- ba^cdteacrwrs' trnTia that ha* deprived 3.5 million 
children of classes for two and a half weeks. The teachers, 
towever, wID have to suspend their strike for now to 
comply with a Presidential decree suspending constitu- 
tional guarantees in the wake of the failed coup attempt 
Tuesday, 

CONFLICT BREWING OVER StTJORj Talks between 
Sidor and the Venezuela* Investment Fund over how the 
Statostad maker shoutd be rejOTJCtTjrrdaic&mikiiwiJovvn 
over irreconcilable differences. Reportodly, VIP and Cor. 
dipieh support a study by UEC, a US enfiincoring and 
consulting firm afflBatod to vs. Stool, that recomnx-nds a 
tw-sutge restrueiurlng program that would Invest $370 
million m modernising Swot's flat product* plant and sits 
control processes. UEC also recommends reducing the 
company's work force by over 3,000 by cutting back 
rminj^Bjnont love!* from nine to five m three years and 
tha»Sidoy» seamless pipe plant and bar/ wire rod fofillty 
bo Privatized. Sidoargties that It must invest over $1 billion 
In the next six years to rhodcrnizc its facilities and wants 
to /in? snorhcr 3,000 plant workers, but leave its manage- 
ment organization intact UBCs conclusion Is that Sidor's 
biggest problem is an inefficient management structure, 
echoing t tongtime complaint by Suites, the company 
union controlled by Causa ft. Unfortunately, CVC chief 
LcopoUo Sucru Figardla has dismissed UECs study as 



en effort by an international competitor to cripple the 
V«rieTAMlnnstMirnrAer'scompf^tiwsr<»«. Sucre'sirwistence 
on blaming "multinationals'' for every criticism or problem 
suffered by a CVC company is turning Mm into a political 
liability to the industries he defends. 

SIV6NSA CROUP reported consolidated income of 
BsJ0,M5 million for 1991, and In/ia lion-adjusted nefprof- 
. its of Bs.1,525 million. The group's income rose 24% last 
year in real terms (61% in nominal terms), while profit* 
Increased 16% from 1990. Export* totaled $187 trillion. 

BAUXJVEN produced I million rm of bauxite last year, 
selling 1,45 million mt to intemhimina. Sales In 1992 are 
OTOjMtod at 3-5 million mt, rising to 6 million mt In 1994, 
BauxivOn'a open-sky mi no project Hna% wfflba wrnpfetcd 
this year, more than s decade after It was flrst proposed. 
The total cost Is estimated at U.17XKD million, 

EC PROTESTS: The EC Indicated U will not accept tho 
secondary U5- embargo on tuna caught by Venezuelan, 
Mexican, and Varowtuan ship* and purchased by three 
EC members, describing the embargo a* a unilateral 
protectionist measure. Tho EC has filed an appeal to C ATT, 
whkhb pending. ^ 

McnetoasMdftaTr^^ 

Of VS, markets by excessive trade regulation, as they 
would be unable to cover the legal costs of proving 
compliance with antidumping end other rules. 

MASERAT1 plans lb open a sales office In Venezuela 
by rrid-Mareh 1992, Tito Italian auto maker hopes to sell 
only 12 units of its luxurious 228 and 430 models here. 
Sticker prices BsAJ million. 

TELCEL CELULAR was granted a credit line of $20 
million by Andean Devciepmcni Corp. (CAR, in order to 
eomplrto capital purchases it needs to supplement its A 
Band operations. 

. ELECTRICITY WILL COST MORBt The World Bank 
has Tecommondod hefty increase* in electricity rales rang- 
ing from as tow as 76-35* for Bricks, to a* high as 300% 
fbrCsdafev '. 

MAJOR INVESTMENTS committed to Venezuela by 
foreign Investors to date total over $24 billion, according 
to Vlfund president Dims, who added that *T3 billion 
have entered the Treasury thus far as a result of privatize- 
tons, and another $1,1 billion wUJ be obtained this war. 
Those figures artmons than twk» the $10 billion in private 
investment which President Pew* cited last week at the 
World Economic Forum In Dave* Switzerland and should 
be viewed with cavdora More than half relate* to projects 
that ha ve hot yet begun and arc not likely to start until (a) 
world conditions improve (e.g. aluminum), or (b) the 
government finishes creating an environment attractive to 
forelan investors. -.- . 

ijgi* w jp p E r b Q L E u M »y^T 

OPEQ There .is "a gmwlng Inclination among OPEC* 
producers" to agree «it tho Feb. 1 2 meeting to reduce output 
in order to raise prices, says Energy Minister Cciestino 
Armas. The volujirary production cu ts rondo by Venezuela 
arul«lu>rpPECprc^uc<}riih!ive*l«ady taken 415,0OOb/d 
out of Ihc markiH. and world prices are recovering on a 
modest but sustained basis, OPEC* basket pice has 
climbed above $t7/bbl and Venezuela's average export 
price has topped $14J50/bbl after reaching a low of 
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513/W. Armas based hU optimism on the fact that OPEC 
and nowOPEC protocol* "have lamnl tha knoa of 
what H meant to have a market cJwracnzrtxed by uneer- 
Ulrtty, deterioration and violent price fluctuation*/- each 
doflar of decline in the priec or oil, he added, means not 
only a lots of (6*20 million annually (or Vone»uefa, but alto 
a much greater combined iosa of $8.7 billion for OPEC w 
a whole. "These number* speak for Uwmjrfwta and with- 
out any doubt will be an Important factor fn the search for 
* formula to re-establish the markct'a balance," he laid. 

FDVSA'S TAX LOAD wfl] not be reduced tW*ye*r,but 
the government fs negotiating * formula with the company 
to progressively etirrunete the export n-ferenc* value (ERV) 
over three or four year* starting in 199). Armas said the 
ERV cannot be eliminated until an effective aficfiMtivc 
source of fiscal revenue is cm* tod and put into effect. 

MARGINAL FIELDS INITIATIVE! Local and foreign 
cwTiparoe* participating m the bidding «o reactivate 55 
marginal mi field* have asked the Enemy Ministry for a 
3040 day postponement of the Feb. M deadline for 
unseating bidsand announcing the winners- The po*tporai- 
.ment is intended lo give the bidders more time to obtain 
additional bifbrmatlon on the oil field* from PDVSA, and 
» prepare their final bids. 

SPANISH CREDIT FOR TANKERS: A *3 Wilton, 
five-year credit facility negotiated in 1990 by the govern- 
ment* of Spain and Venezuela earmark* $100 rnflKon to 
finance (ho renewal and expansion of PDVSA's tanker 
fk»t The first tranche of the credit, totaling £1.2 billion, 
will be disbursed to Venezuela this year. Reportedly, no 
strings have been attached to the loan, and PDVSA is free 
to negotiate its tanker acquisitions with Spanish shipyards 
C* whichever country submit* the most competitive bids 
in terms of price, deli very and quality. 
-.• INVESTMENT FLAN UPDATE Despite weaker oil 
prices and uncertainties about the depth of political sup- 
port for the Industry's planned expansion, the most recent 
update of PDVSA'srnedium-tcrm investment plan foresee* 

^ft 0 '* 51 MHon brtwcert ,W2 I W. Of this total, 
SM bAllon is earmarked for investments in petrochemicals, 

•V*** 1 «»»» «*> OrrmuIsifln> The remaining $33 bf (Hon 
wffl be Insisted directly m oil operations, but only $sj 
,P"Hon «n» geared toward expending output capacity. 
Another wJbllltoh will be spent ™ ctploraton fcTffi 
swnty crudes; and the rest will be invested in reversute 
the natural decline of die country's active oil fields and 
maintaining existing output capacity. The study also pre. 
dicU*uWe prta* vrithtn a band of SlS-M/W through the 
year 2000, annual growth in world demand of 2* fir the 
J"™- P** 0 * 3 ' «nd a rise In consumption to 70-75 million 

?i&&, 10 W-JS < cv < !to Pl n « 'M investment plan for the 
TW2-97 period. POVSA worked wl ih what II cX> W™ 
Transition scenario, which projects a 2% annual rise in 
wwld energy dcrnand from the equivalent of 163.6 million 
b/d this year to 203 million b7d in 2000. VS. energy 
demand wiU grow 1.6% annually. Japan 1.4% and Europe 
(tadudJng Eastem Europe). As a Mock, energy 
wrnana in developing countries is projected to increase 



POLITJCS 



^CONSTITUTIONAL GUARANTEES were suspended 
by the government automatically putting an endto the 



three- week -oW teacher* strike, eliminating the autonomy 
of Uw untvenino* and prohibiting the erreetprotcSts which 
had been proliferating in recent week*. The vuapenaion 
may alio help the police authorities in fighting crime 
PormW support for tougher law evbrrwni measure* 
wW last only as long a* the authorities avoid human rights 
abuses and unjustified repression. Although freedom of 
expression has also been suspended/ fhr> government isn'i 
likely to enforce it as long as no one attacks democracy or 
tries to promote violence. The suspension of guarantees 
was approved by all parOc* except Causa R and Rafael 
CaJdera.No curfew was declared. 

SOME COINCIDENCES between the roup's leaders 
end recent public opinion polls include the rejection of 
corruption, sntipatfiy toward* the political parties, and * 
perception, that lite government 1* weak in dealing with 
street protests and strikes, end that the current democratic 
system is unable to provide a bettor quality of life. 

UITIMATUM FOR PUBNMAYORj The Interior Minis- 
try ordered Central University rector Luis Puenmayor to 
control the hooded protesters ("encapuchados") who cir- 
culate freely throughout the university's grounds. The 
•Homey general added that the police can legally enter 
thwc grounds to repress criminal act! vily without violating 
the unlversity'i autonomy. 

MERCANAUSIS POU. reports that 35% of the popula- 
tion surveyed nationally thinks a military coup is a vis We 
solution for the nation's problems, up5% from nine months 
ago, \ ; : 

TAELANTS THE INFORMANT? Porfirio Valera, who 
was Implicated in a number of questionable acts while he 
was runnihE the Disfp police during the Lusinchi admini- 
soaoon, told it Congressional committee [hat Araeua 
Governor Carlos lablanto (MAS) was a paid informant for 
that police organisation. Valera, whose credibility is ques- 
ttonnWc given hU spotty past, said that Tabjante received 
BjAOOD per month lor his efforts, but TablanlCs former 
Distp bodyguards said that money was paid to them to 
supplement the salaries they received as bodyguards. It's 
swptWra that TaUtrhtt l* being investigated, while no 
effort has been made to investigate Vladimir Gessen, now 
Venezuela's Ambassador to Canada, who also carried out 
certain para-police activities for which he reportedly was 
paid by a government security agency. 

CLAUDIO FERM1N has been asked by President Perw 
and Luis Alfero Ucoro to' run again as mayor of Caracas, 
which means ho would have to put off his presidential 
amotions, but would also assure an AD mayor forCaracas. 
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